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SUB J : IBRD ECONOMIC SURVEY AND RELATIONS WITH ROKG 
REF A.SEOUL 4901 B. STATE A-7648 C.CERP 

SUMMARY: IBRD TEAM HAS CONCLUDED MONTH-LONG SURVEY 
WITH GENERALLY FAVORABLE IMPRESSION OF NEW LONG-TERM 
ECONOMIC PLANS, THOUGH SOME DOUBTS EXPRESSED RE CERTAIN 
ASPECTS OF HEAVY INDUSTRY PLAN. KOREA CONTINUES TO 
HAVE GOOOD RELATIONS WITH IBRD, ON WHICH IT DEPENDS FOR 
FAVORABLE SUPPORT OF ITS POLICIES AND FOR ABOUT DOLS 
125 MILLION ANNUALLY IN LOANS. END SUMMARY. 

L SEVEN-MAN IBRD ECONOMIC SURVEY MISSION HEADED BY 
PARVEZ HASAN COMPLETED ONE-MONTH VISIT THIS WEEK. 

TEAM CONCENTRATED ON NEW LONG-TERM ECONOMIC AND HEAVY 
INDUSTRY DEVELOPMENT PLANS FOR 1973-81, THOUGH AGRI- 
CULTURAL AND OTHER POLICIES ALSO DISCUSSED. TEAM 
EXPECTS TO COMPLETE REPORT IN DECEMBER FOR CIRCU- 
LATION IN ADVANCE OF FEBRUARY CG MEETING IN TOKYO. 
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WHILE ROKG COMPLETED PLANS FOR 1974 BUDGET AND FOR 
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NEW HEAVY INDUSTRY FINANCING FUND DURING TEAM VISIT, 

DRAFT OVER A IT. RESOURCES BUDGET (WHICH INCLUDES BOP 
ESTIMATES FOR 1973-74) HAS BEEN DELAYED BY PL 480 
QUESTION AND WILLBE FORWARDED TO TEAM LATER. IN 
ANY CASE, HASAN STATES ORIENTATION OF REPORT WILL 
BE LONG-TERM, NOT SHORT-TERM. 

2. BASED ON CONVERSATIONS WITH TEAM MEMBERS AND 
KOREAN COUNTERPARTS, OUR IMPRESSION IS THAT MISSION 
LEFT WITH GENERALLY OPTIMISTIC OUTLOOK RE PROSPECTS 
FOR CONTINUED RAPID EXPANSION OF INDUSTRY AND 
EXPORTS. BASED ON PAST RECORD AND CURRENT 
INDUSTRIAL BASE AND COMPETITIVENESS, KOREAN OVERALL 
GROWTH PROJECTIONS FOR 1973-81 DO NOT SEEM 
UNREALISTIC, GIVEN CONTINUATION OF A FAVORABLE 
INTERNATIONAL CLIMATE. (KOREA SEEMS CERTAIN TO 
EXCEED IN 1973 ITS EXPORT AND IMPORT TARGETS FOR 

1974 ESTABLISHED ONLY LAST SPRING IN ITS NEW LONG- 
TERM PLAN.) 

3. CERTAIN ASPECTS OF THE HEAVY INDUSTRY PLAN 
APPEARED QUESTIONABLE, HOWEVER, REFLECTING IN PART 
ITS HASTY PREPARATION. DEPENDENCE ON MARKETS, 

TECHNOLOGY AND SKILLS AND CONSEQUENT NEED FOR CAREFUL 
TIMING WILL BE EMPHASIZED IN MISSION REPORT. 

TEAM'S INDUSTRIAL CONSULTANT 

WAS MOST OPTIMISTIC ABOUT SHIPBUILDING PROSPECTS BUT HE WAS 
DUBIOUS ABOUT EARLY NEED FOR SECOND STEEL PLANT, SINCE 
EMPLOYMENT PROJECTIONS ARE BASED ON PAST GERMAN 
INDUSTRIAL STRUCTURE AND LARGELY UNRELATED TO ACTUAL 
INVESTMENT PLANS, THIS AREA PROVED VERY DIFFICULT TO 
EVALUATE. SAVINGS TARGETS WERE VIEWED AS DIFFICULT 
BUT NOT IMPOSSIBLE OF ATTAINMENT, AND MEMBERS SEEMED 
IMPRESSED WITH WIDE RANGE OF MEASURES PLANNED. 

4. AGRICULTURAL ECONOMIST HRISTENSEN DISCUSSED THE 
REPORT OF LAST FALL'S IBRD AGRICULTURAL SURVEY TEAM, 

WHICH GENERALLY RECOMMENDED THAT SAEMUL AGRICULTURAL 
INVESTMENTS BE CARRIED OUT OVER LONGER TIME PERIODS, 

AS THE GOVERNMENT NOW PROPOSES IN ITS NEW LONG-TERM 
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PLAN. CHRISTENSEN INDICATED THAT REPORT WAS WELL 
RECEIVED BY MAF AND EPB AND THAT ONLY MINOR FACTUAL 
CHANGES WILL BE MADE IN FINAL REPORT TO BE DISTRI- 
BUTED TO CG. IN VIEW WORLDWIDE AGRICULTURAL 
SHORTAGES, KOREANS EVIDENCED EVEN MORE INTEREST IN 
GREATER EFFORTS TO INCREASE AGRICULTURAL PRODUCTION. 

TEAM ECONOMISTS QUESTIONED FUTURE PRICE POLICIES AND 
PREDICTIONS RE RURAL EMPLOYEMTN AND SAVINGS. THEY 
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ALSO CLARIFIED THAT OFF-FARM INCOME IN 1981 IS 
ACTUALLY PROJECTED AT 40 RATHER THAN 50 PERCENT OF 
TOTAL FARM INCOME. 

5. IN SUMMARY, TEAM APPARENTLY CAME TO CONCLUSIONS 
SIMILAR TO OURS REPORTED IN JULY IN REF (A), I.E., 

LONG-TERM ECONOMIC PLANS APPEAR REASONABLE IN 
GLOBAL TERMS, BUT AMBITIOUS AND SOMEWHAT ARBITRARY 
HEAVY INDUSTRY PLAN WILL REQUIRE CAREFUL, PRAGMATIC 
IMPLEMENTATION. WE CONVEYED INFORMATION RE 
UNREALISTIC POPULATION GROWTH RATE ASSUMED IN PLAN, 

WHICH COULD MAKE AS MUCH AS 20 PERCENT DIFFERENCE 

IN PER CAPITA GNP BY 1981. 

6. RE QUESTIONS OF IBRD-ROKG RELATIONS RAISED IN 

REF (B), TEAM DISCUSSIONS WERE APPARENTLY FRANK AND 
FRIENDLY, WHICH HAS BEEN CASE IN RECENT YEARS. 

KOREANS DEPEND ON IBRD FOR (1) FAVORABLE ANNUAL 
REPORTS TO DONORS WHICH ARE DISCUSSED IN CG (IECOK) 

MEETINGS AND (2) PROVISION OF ABOUT DOLS 125 MILLION 
IN LOANS ANNUALLY, OR ROUGHLY ONE-FOURTH OF DOLS 500 
MILLION IN TOTAL ASSISTANCE LOANS ANNUALLY EXPECTED (OTHER 
ASSISTANCE FINANCING BEING CONFINED ALMOST EXCLUSIVELY TO 
JAPAN, US AND ADB). ONLY PUBLIC ISSUE IN PAST YEAR 
HAS BEEN KOREA'S ELIGIBILITY FOR IDA FINANCING, AND 
KOREANS NOW SEEM RECONCILED TO THEIR NEGLIGIBLE 
CHANCES OF RECEIVING FURTHER IDA COMMITMENTS. ROKG 
DOES REASONABLY GOOD JOB OF COORDINATING ITS LOAN 
APPLICATIONS AND RELATIONS WITH IBRD. LOCAL PRESS, 

HEAVILY INFLUENCED BY GOVERNMENT ATTITUDE, HAS BEEN 
FAVORALBE TO IBRD OPERATIONS AND POLICIES. 

DECONTROL FOLLOWING 10/4/76. 

HABIB 
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